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KEY ECONOMIC INDICATORS: HONG KONG 
IN MILLIONS OF U.S. DOLLARS UNLESS NOTED 





1984 1985 1986 #1987 Proj. 
Domestic Economy 
Population (millions) 5.4 
Population growth (%) 1.0 
GDP in current dollars 31,930 34,08 


+3 1.6 


35 5: 5.6 
tas 
1 43,393 


Per capita GDP, current dollars 5,953 6,258 7,467 
GDP in ‘ocal currency (1980=100) 
% change 9. 
Consumer Price Index (A) % charige 8. 


Production and Employment 
Labor force (1,000s) 2,627 
Unemployment (avg. % for year) a 
Industrial production (local 
currency base 1981=100) % change tS. 
Govt. oper. surplus or deficit 
as % of GDP -4, 


Balance of Visible Trade 
Exports (F.0.B.) 28,324 
Imports (C.1.F.) 28,571) 
Visible trade balance -247 
Foreign direct mfr. investment(new) 463. 
External public debt (at end-March 
of the year) 49. 
debt-service paid N.A. 
Debt-service owed N. 
Debt-service ratio as % of 
merchandise exports N. 
Foreign exchange reserves (year end) N 
Average exchange rate for year 
(X=US$1 .00) 3 





Foreign manufacturing investment 
Total (cumulative) 1,466 1,518 1,601* 
U.S. (cumulative) 787 810 603* 
U.S. share (%) 53. $3. i 2 





U.S.- Hong Kong Trade 
U.S. exports to HK (F.A.S.) 3,118 2,810 2,973 


U.S. imports from HK(C.1.F.) 9,399 9,292 11,096 

Trade balance -6,281 -6 , 482 -8,123 

U.S. share of HK's exports (%) 33 3] 3] 3] 
U.S. share of HK's imports (%) 11 9 8 8 
U.S. bilateral aid Economic/military N.A. N.A. N.A. N.A. 


Principal U.S. exports (1986): Elec. machinery, office machines, tobacco 
manufactures, transport equipment & vegetables & fruit 


Principal U.S. imports (1986): Garments, electronics, elec. machinery, 
tele. equipment & plastic toys & dolls 


Sources: Hong Kong Government Census & Statistics Department; Consulate 
estimate. 
Note: N.A. - Not Applicable ™* As at end-March, 1986 





SUMMARY 


Hong Kong's impressive economic performance in 1986 exceeded 
all expectations. Spurred by a boom in the external sector, 
real GDP soared by 8.7 percent in 1986, in stark contrast to 
the low growth rate of 0.6 percent in 1985. The principal 
factor contributing to Hong Kong's remarkable upturn was the 
rapid recovery and expansion of its domestic exports which 
registered 16 percent real growth in 1986 compared to a decline 
of 5 percent in 1985. Improved demand in Hong Kong's overseas 
markets accounted for much of the growth as the depreciation of 
the Hong Kong dollar, in line with the depreciation of the U.S. 
dollar under the linked exchange rate system, enhanced the 
price competitiveness of Hong Kong's products abroad. 
Consistent with the strong domestic export performance, private 
consumption demand firmed up, particularly in the latter part 
of the year. The revival in capital investment in plant and 
machinery and in building and constuction provided additional 
stimulus. Net export of services, especially tourist 
receipts, also registered strong growth during the year. 


Economic indicators in the first four months of 1987 suggest 
another promising year for Hong Kong's exports. During this 
period, the value of Hong Kong's domestic exports climbed 

31 percent vis-a-vis the corresponding period in 1986. 

Retained imports of capital goods for the manufacturing sector 
grew an estimated 24 percent in real terms in the first quarter 
of 1987, reflecting strong business optimism during the coming 
months. These factors, combined with rising personal incomes, 
firm orders-on-hand by major manufacturers, and the prevailing 
bullishness in the territory's stock and property markets, 
indicate that real GDP in 1987 is likely to exceed 8 percent, 
substantially higher than the Government's original forecast of 
6.2 percent. However, inflationary pressures, as a result of 
Hong Kong's weakened dollar vis-a-vis most other major 
currencies, coupled with growing labor shortages, particular|y 
in the manufacturing sector, could cloud this otherwise rosy 
picture. 


Hong Kong ranks as America's tenth largest trading partner, 
with two-way trade in 1986 amounting to $14 billion. During 
1986, the United States absorbed the lion's share (41 percent) 
of the territory's total domestic exports. Although the 
bilateral trade balance is greatly in favor of Hong Kong, U.S, 
firms can benefit from Hong Kong's industrial diversification 
efforts by aggressively pursuing its open market. Opportunities 
also exist in Hong Kong's expanding services sector. Best 
prospects for U.S. exports to Hong Kong include high-value 
agricultural products, textile fabrics, office equipment ana 
computers, telecommunications equipment, environmental control 
equipment, and hotel and medical equipment. 
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China remained Hong Kong's largest trading partner in 1986, 
accounting for almost 26 percent of the territory's total 
two-way trade. Recently, there has been large expansion of 
investment by Hong Kong enterprises in China and by Chinese 
interests in the territory. This trend is likely to continue, 
given Hong Kong's proximity to and its close economic and 
commercial ties with the People's Republic of China (PRC). 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


ECONOMIC SETTING AND GROWTH: Because of its small size and 
limited natural resources, Hong Kong is highly dependent on 
trade with the rest of the world. In 1986, the total value of 
visible trade (domestic exports, reexports, and imports) 
amounted to $70.8 billion or about 190 percent of the 
territory's gross domestic product (GDP). 


The manufacturing sector is the mainstay of the local economy, 
accounting for about 22 percent of GDP and 36 percent of total 
employment. Up to 90 percent of Hong Kong's manufacturing 
output is exported. Manufacturing is concentrated in light 
industries, most notably in textiles and apparel, electronics, 
plastic products, toys, and watches and clocks. Last year 
these industries collectively accounted for 84 percent of the 
territory's total domestic exports and 72 percent of its total 
manufacturing work force. 


The Hong Kong economy rebounded sharply in 1986, with domestic 
exports providing the main impetus. Real GDP rose by 

8.7 percent, in sharp contrast to the low real growth rate of 
0.6 percent in 1985. This performance substantially exceeded 
the 4.5 percent forecast by the Hong Kong Government at the 


beginning of the year and the 5.6 percent estimated in the 
mid-term review. 


FOREIGN TRADE 


DOMESTIC EXPORTS: The principal factor contributing to Hong 
Kong's remarkable upturn was the rapid recovery and expansion 
of its domestic exports, particularly in the second half of 
1986 (up 23 percent on a year-on-year basis in the third 
quarter and 24 percent in the fourth quarter). For 1986 as a 
whole, domestic exports, valued at $19,734 million, grew by 

16 percent in real terms compared to a decline of 5 percent in 
1985. Improved demand in Hong Kong's overseas markets 
accounted for much of the growth as the depreciation of the 
Hong Kong dollar, in line with the depreciation of the U.S. 
dollar under the linked exchange rate system, enhanced the 
price competitiveness of Hong Kong's products abroad. The 
growth in domestic exports was particularly noticeable in West 
Germany (up 35 percent in real terms over 1986) and Japan (up 
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32 percent) where the depreciation of the Hong Kong dollar 
vis-a-vis the mark and yen was greatest. 


The principal commodities exported in 1986 included clothing, 
watches and clocks, textile fabrics and plastic toys and dolls, 
accounting for 34 percent, 7 percent, 6 percent, and 5 percent, 
respectively, of the total value of domestic exports. Domestic 
exports of clothing grew by 14 percent in real terms to 

$6,685 million, while those of textile yarn and fabrics rose by 
42 percent to $1,404 million. Substantial increases were also 
recorded for domestic exports of watches and clocks (up 17 
percent in real terms), household electrical applicances (up 

12 percent), and radios (up 27 percent). 


The United States remained by far Hong Kong's largest market, 
accounting for 42 percent of the total value of the territory's 
domestic exports in 1986. Hong Kong's domestic exports to the 
United States, valued at $8,227 million, grew by 9 percent in 
real terms in 1986, compared to a 7 percent decline in 1985. 
Domestic exports of clothing and textile yarn and fabrics, 
footwear, household electrical appliances, and watches and 
clocks grew substantially in real terms. Domestic exports of 
clothing, which accounted for 42 percent of the total value of 
domestic exports to the United States, grew by 7 percent in 
real terms. 


REEXPORTS: The value of Hong Kong's reexports in 1986 amounted 
to $15,705 million. Although reexports grew by 14 percent in 


real terms, the rate of growth in 1986 was lower than that 
recorded in the preceding year (25 percent). This slowdown was 
largely attributable to reduced reexports to China, reflecting 
the measures adopted by China in early 1985 to restrict its 
imports and control its foreign exchange spending, a trend 
which continued well into 1986. Apart from China, which 
accounted for 33 percent of the total value of reexports by 
market in 1986, other major reexports markets included the 
United States (18 percent), Japan (5 percent), and Taiwan 

(5 percent). China also remained the most important source of 
goods reexported through Hong Kong, accounting for 42 percent 
of the total, followed by Japan and the United States with 

15 percent and 8 percent, respectively. The major end-use 
categories of goods reexported through Hong Kong consisted of 
raw materials and semimanufactures and consumer goods. 


IMPORTS AND RETAINED IMPORTS: Due to its deficiency in natural 
resources, Hong Kong relies heavily on imports of raw materials 
and semi-manufactures, foodstuffs, and consumer and capital 
goods. At $35,365 million, the total value of Hong Kong's 
imports in 1986 grew 14 percent in real terms compared to the 
previous year. China retained its position as the single most 
important source of Hong Kong's imports, accounting for 30 
percent of the total. During this period, imports from China 





increased by 43 percent in real terms, reflecting successive 
devaluations of the Renminbi in the past two years and China's 
efforts in promoting its exports. Other major suppliers 
included Japan (20 percent), Taiwan (9 percent), and the United 
States (8 percent). Imports from the United States registered 
5 percent growth in real terms last year. 


With the exception of capital goods, which declined by about 

5 percent in real terms in 1986, all other major end-use 
categories of imports registered significant increases. 

Imports of consumer goods were up 17 percent; raw materials and 
semimanufactures grew by 19 percent, and foodstuffs rose by 

13 percent. Within the overall growth rate of imports, 
retained imports grew by an estimated 13 percent in real 

terms. Particularly noteworthy were the real increases 
recorded for machinery and equipment (up 26 percent) and raw 
materials and semimanufactures (up 20 percent). 


BALANCE OF VISIBLE TRADE: As the value of total exports 
exceeded that of imports, a small visible trade surplus of 
$74 million was recorded in 1986 against a larger surplus of 
$479 million recorded in 1985. 


EARLY 1987 TRADE INDICATORS: Trade data for the first four 
months of 1987 suggest another promising year for Hong Kong's 
exports. During this period, the value of Hong Kong's domestic 
exports climbed 3] percent, while reexports surged 51 percent 
vis-a-vis the corresponding period in 1986. Increases in 
domestic exports in value terms were recorded in all major 
commodity divisions, the more notables ones being: clothing (up 
21 percent), textiles (up 69 percent), and telecommunications 
and sound recording/reproducing equipment (up 64 percent). 


On the same basis of comparison, imports increased in value 
terms by 39 percent, resulting in a cumulative visible trade 
deficit of $648 million. Prices of both domestic exports and 
reexports in the first quarter of 1987 increased 3 percent, 
while import prices advanced 5 percent. During this period, 
domestic exports to the United States were up 12 percent, while 
reexports soared by 79 percent. Imports from the United 
States, however, jumped 30 percent in value terms. Hong Kong's 
trade with China also registered impressive growth, a reflection 
of China's export drive and import requirements in support of 
manufacturing being carried out in the PRC by Hong Kong 
companies. 


The latest figures on retained imports of raw materials and 
semimanufactures, and industrial machinery combined with strong 
orders-on-hand by the territory's largest manufacturers, 
suggest that domestic export performance is likely to continue 
strong in the coming months, although perhaps at a slower pace 
in the second half of the year. This anticipated slowdown 
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reflects the higher base in the corresponding period in 1986 
and fewer market expansion opportunities as the rise of the yen 
and the European currencies slows. 


Government forecasts indicate an anticipated visible trade 
deficit for 1987 of $1,058 million, although this figure could 
well prove conservative in light of the growing deterioration 
in the territory's terms of trade (see Financial Sector 
below). 


DOMESTIC DEMAND 


Consistent with the territory's strong domestic export 
performance in 1986, private consumption demand firmed up, 
particularly in the latter part of the year. The growth rate 
in real terms of private consumption expenditure, at 7 percent, 
was higher than that recorded in the previous year (5 percent), 
while government consumption expenditure rose 5 percent in real 
terms. Investment, measured in terms of gross domestic fixed 
capital formation, reflected a growth rate of 7 percent in real 
terms in 1986. Investment in plant and machinery increased by 
8 percent in real terms, in contrast to a decline of 2 percent 
over the previous year. Expenditure on building and 
construction by the private sector increased 2 percent in real 
terms. 


LABOR 


As a result of buoyant economic conditions, both the seasonally 


adjusted unemployment rate and the underemployment rate, in the 
fourth quarter of 1986, stood at 2.2 percent and 1.2 percent, 
respectively, representing virtual full employment in Hong 
Kong. With the unemployment and underemployment rates at such 
record low levels, labor market conditions remained tight in 
the first quarter of 1987. In line with demand for labor 
outstripping supply, there was significant upward pressure on 
wages and salaries. Labor shortages, particularly in the 
manufacturing sector, could adversely affect export performance 
in the second half of 1987 as well as manufacturers’ margins. 


INFLATION 


The average rate of increase in the Consumer Price Index slowed 
from 3.2 percent in 1985 to 2.8 percent in 1986. The rate of 
inflation picked up towards the end of 1986 and increased 
further in the first quarter of 1987 (year-on-year rate of 
increase was 4.3 percent). The acceleration in the rate of 
inflation was mainly attributable to the pressure of demand 
relative to the supply of resources within the economy, as well 
as the depreciation of the Hong Kong dollar, which has led to 
faster increases in import prices over the course of 1986. 

Many observers believe that inflation will average 7-8 percent 
during 1987. 





MAJOR INDUSTRIAL SECTORS 


TEXTILES AND APPAREL: Textiles and clothing constitute Hong 


about 41 percent of the territory's total domestic exports and 
approximately 43 percent of the industrial work force. Trade 
indices reveal that domestic exports of apparel and clothing 
accessories in 1986 grew by about 13 percent in real terms to 
$6,685 million, and those of textile yarn and fabrics by 

42 percent to $1,404 million. Activity in this sector improved 
as a result of increased orders from European and U.S. markets, 
a trend continuing well into the second quarter of 1987. 


The United States remained by far Hong Kong's largest market 
for these products, taking about 45 percent of the territory's 
total domestic exports of textiles and apparel. In 1986, 

Hong Kong's textiles and apparel exports to the United States 
grew by 9 percent in value terms, compared to West Germany 

(38 percent), the United Kingdom (26 percent), and China 

(70 percent). 


ELECTRONICS: The electronics industry is Hong Kong's second 
largest export earner after clothing. Domestic exports of 
electronic products, valued at $4,276 million, grew 24 percent 
in 1986. Although export prospects remain bright, recent price 
increases for electronic components as a result of currency 
appreciations, most notably with respect to the yen, new Taiwan 
dollar and won, haveincreased production costs and cut into 
profit margins. Moreover, in response to labor shortages, 
several firms have shifted elements of production to the 
Special Economic Zones in southern China. 


WATCHES AND CLOCKS: This industry surpassed the toys industry 
in 1986 to become the third largest export-earner among Hong 
Kong's manufacturing industries. Domestic exports of watches, 
clocks, and accessories in 1986 were valued at $1,495 million, 
a 22 percent increase in value terms vis-a-vis 1985. This 
growth came mainly from revived demand from Hong Kong's major 
overseas markets, particularly in Europe. While rising 
production costs, mainly attributable to the higher cost of 
imported parts and components from Japan and Switzerland, have 
Clipped manufacturers' profit margins, local manufacturers have 
managed to preserve product competitiveness overseas. 


TOURISM: Hong Kong earned approximately $2,217 million from 
tourism during 1986, an increase of 23 percent over 1985. 

Visitor arrivals reached 3.7 million, an increase of nearly 

1] percent over the previous year. During 1986, several new 
hotels opened, adding over 2,000 rooms to the 18,180 previously 
ae Future growth prospects for the industry remain 
right. 





THE FINANCIAL SECTOR 


FOREIGN EXCHANGE MARKET: The Hong Kong dollar, which is tied to 
the U.S. dollar under the linked exchange rate system, remained 
stable against the U.S. dollar during 1986, moving most of the 
time within a narrow range of HK$7.775 to HK$7.825 to US$1. 
During the course of the year, the Hong Kong dollar depreciated 
by 20.1 percent against the Japanese yen and by 20.6 percent 
against the German mark. It appreciated against the Chinese 
Renminbi by 16.9 percent. As at the end of December 1986, the 
trade-weighted exchange rate index of the Hong Hong dollar was 
64.8, compared with 70.6 at the end of 1985, reflecting a 
weakening of the average position of the Hong Kong dollar 
against the currencies of its major trading partners. By 

May 1987, the trade-weighted average was hovering at a record 
index low of around 60. The territory's terms of trade were 
especially affected as the import-weighted index fall was 
significantly faster than the export-weighted index, thus 
raising relative import costs and fueling inflationary 
pressures. 


DEPOSITS: Deposits (all currencies) in banks grew by 

33.8 percent, while those with deposit-taking companies (DTCs) 
declined by 12.9 percent in 1986. This reflected the 
relatively better rates of interest offered by banks compared 
to those offered by DTCs. At the end of December 1986, 

Hong Kong had 148 licensed banks, compared to 143 at the end 
of 1985. The number of registered DICs fell from 278 at the 
end of 1985 to 254 by the end of December 1986. 


BANKING SECTOR: Demand for financial services surged in 1986. 
Loans and advances accelerated in the second half of 1986, the 
volume of export and import bills increased, and deposits rose 
as a result of rising incomes and increased foreign investment. 
Despite relatively narrow interest margins and strong 
competition in the banking industry, banks generally enjoyed 
higher earnings in 1986 due to the increased volume of 
business. Given current trend lines, 1987 should prove to be 
another good year for Hong Kong's banking industry. A sectoral 
analysis of loans for use in the territory reveals that lending 
to the manufacturing sector rose by a further 4.3 percent in 
the first quarter of 1987, having expanded by 5.8 percent in 
the fourth quarter of 1986. In addition, home mortgages rose 
by 8.4 percent while loans to the building and construction 
sector increased by 6.4 percent during the first quarter of 
1987. 


STOCK MARKET: The buoyant economy and low interest rates also 
led to a general improvement in local asset prices, most 
notably in prices of financial assets. The local stock market 
was bullish in 1986, fueled by foreign capital flowing into the 
territory to take advantage of generally low price/earnings 
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ratios compared with alternate markets. The bullishness was 
further aided by corporate takeovers and reorganization coupled 
with an active property market. Share prices followed a strong 
upward trend, particularly in the second half of 1986. The 
Hang Seng Index ended the year at an unprecedented high of 
2,568, a 46.5 percent increase compared with its level at the 
end of 1985. The total volume of trading for the year as a 
whole, at $15.8 billion, was the highest annual turnover ever 
recorded, reflecting a 62 percent increase over 1985. Bullish 
sentiment continues to prevail in the second quarter of 1987. 


THE PROPERTY MARKET 


The local property market performed strongly in 1986. Apart 
from a brief period of consolidation in the residential sector 
during the first half of 1986, property values have increased 
continuously, and there are no signs of this trend abating. 
Completions of new property developments in 1986 were generally 
lower than in 1985. However, firm commitments for new 
developments increased by 31 percent in 1986 over 1985. Some 
financial observers expect the inflow of capital into Hong 
Kong's real estate market to continue throughout 1987 as 
property rental remains strong, still offering an average 
annual yield of about 8-10 percent. 


PART B -- IMPLICATIONS FOR THE UNITED STATES 


Currently there are over 800 U.S. firms operating in Hong Kong 
and thousands more are represented locally by agents and 
distributors. Hong Kong's domestic market opportunities, the 
Territory's important role in regional and China trade, and the 
uniquely open commercial and investment environment have acted 
as a magnet for American firms. American interests control 
some 38 percent of the foreign investment in manufacturing in 
Hong Kong. The Territory's attractiveness as a regional 
financial and marketing center, with excellent communications 
and transportation links, make it among the most competitive 
commercial arenas in the world. 


BEST SALES PROSPECTS: Hong Kong is an important and growing 
market for American foods and agricultural commodities. U.S. 
exports of agricultural products to Hong Kong totaled 

$395 million in 1986, up from $388 million in 1985. Hong Kong 
consumes more than $50 worth of U.S. agricultural products per 
person each year. Hong Kong's total imports of food and 
commodities (such as tobacco, cotton, and furskins) amounted to 
$3.8 billion in 1986. Of this amount, over $3 billion is in 
the form of value-added/high value agricultural products, 
making Hong Kong the second largest value-added market in the 
Pacific Rim. The best opportunities for U.S. agricultural 
products will continue to be fruits and vegetables, poultry, 
eggs, meat and meat products, ginseng, tobacco, wheat, 
furskins, and other high-value food products. 
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Hong Kong companies purchased $5.9 billion worth of textile 
fabrics in 1986, of which a fraction was supplied by U.S. 
firms. Much of these imports are reexported as apparel to 
worldwide destinations, including $3.5 billion worth to the 
United States. U.S. textile mills have an advantage by their 
proximity to the ultimate buyers of Hong Kong-made apparel. 
This factor and the revaluation of the yen and European 
currencies vis-a-vis the U.S. dollar have improved the 
competitiveness of U.S. textile fabrics in the Hong Kong 
market, presenting new export opportunities for American 
companies. 


Demand for office automation equipment, particularly computers 
and, increasingly, computer software, remains strong. In 1986, 
$300 million worth of computers and peripherals entered the 
Territory, double the amount imported in 1982. In addition, 
well over $100 million worth of computers are purchased by Hong 
Kong agents and distributors for reexport. Sales of software 
have also achieved dynamic growth in recent years. Similarly, 
prospects remain bright for sales of telecommunications 
equipment to Hong Kong. Recently, the market has expanded in 
response to franchises offered by the Hong Kong Government for 
cellular telephone services and, imminently, for Hong Kong's 
first cable television network. Telecommunications imports 
from the United States have averaged $65 million over the past 
3 years. The expansion of telecommunications facilities in 
China's Guangdong Province (and to a lesser extent in other 
Chinese centers) has also made Hong Kong an increasingly 
important base for telecommunications suppliers. 


Hong Kong's service industries also continue to grow in 
importance. There are currently 15 hotels under construction, 
which are due to be completed by 1989. Exports of hotel 
equipment and supplies have benefited as a result. The Hong 
Kong Government's program for additional medical services in 
the next decade envisages the construction of four major 
government hospitals. The market for hospital and physical 
therapy equipment is expected to show an average annual growth 
rate of 7 percent through 1989. U.S. companies who sell to 
government hospitals, or to any government agency, for that 
matter, compete by an open tender system which is administered 
by the Government Supplies Department. In 1986, U.S. suppliers 
captured 20 percent of Hong Kong Government purchases 
(approximately $30 million), outpacing all other major 
suppliers. 


Hong Kong also shows potential for companies offering 
franchised representation in services. Led by fast food 
franchises, which are expected to grow by 15 percent a year 
during the next 3-5 years, Hong Kong has also witnessed rapid 
growth of convenience stores, and courier and dry cleaning 
services. Other franchise prospects include computer training, 
medical, educational, photographic, and travel services. 
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As a manufacturing and processing base, Hong Kong ranks among 
the top Asian industrial centers. Imports of capital equipment, 
supplies and components from the United States play an integral 
role in the vitality of these industries. Hong Kong's imports 
of electronic components from the United States, for example, 
totaled $196 million in 1986. Imports of synthetic resins, 
rubber products, and plastics amounted to $184.8 million. 


Growing concern over environmental issues, spearheaded by the 
Hong Kong Government, should lead to increased sales of 
environmental control equipment and services. U.S. companies 
are competitively positioned, since the Government's 
Environmental Protection Department is thoroughly acquainted 
with U.S. Environmental Protection Agency (EPA) standards. A 
Significant proportion of local pollution control equipment is 
built according to U.S. EPA standards. 


INVESTMENT OPPORTUNITIES: U.S. firms collectively constitute 
the single largest source of foreign investment in Hong Kong, 
followed by China and Japan. Although estimates vary widely 
depending on source, the Consulate General believes that total 
U.S. investment in Hong Kong today approaches $6 billion. 





There are promising areas for U.S. investment in both 
commercial and industrial markets. For example, U.S firms 
offering financial services and, more recently, legal services 
have blossomed in Hong Kong. Others, such as insurance, have 
also found strong market acceptance. 


In the manufacturing sector, the electronics, textiles and toy 
industries continue to attract investment, and manufacturing of 
electronic components and subassemblies have developed 

rapidly. Other promising areas for investment include 
manufactured consumer products, telecommunications equipment, 
light materials manufacturing, electronic data processing 
machines, consumer appliances, restaurants (fast foods, etc.) 
and consumer-oriented franchises and joint ventures. 


Among the inducements for investing in Hong Kong are a skilled 
labor force, an established code of commercial law, excellent 
communications and transportation links, enforced protection 
for intellectual property, and government policies which favor 
free and open trade and investment. 


Disadvantages for foreign investors include the high cost of 
office and residential space, overcrowding and strained, albeit 
excellent, infrastructural facilities, particularly in the 
transport sector. Increasingly, manufacturers are feeling the 
pinch of a labor shortage, encouraging the trend toward 
subcontracting or partially relocating facilities in the PRC. 





CHINA DIMENSION 


China's open door policy, initiated in 1979, and the resulting 
increase in foreign trade opportunities have increased the 
importance of Hong Kong as an entrepot for China trade in 
recent years. Last year over 21 percent of China's total 
foreign trade passed through Hong Kong. 


For American firms operating in China, Hong Kong has been the 
Single most important entrepot for trade. Some $567 million of 
U.S. goods were reexported to China through Hong Kong in 1986. 
Similarly, China has relied on Hong Kong for its exports to the 
United States, transshipping $2.4 billion in goods, or about 46 
percent of all Chinese exports to the United States in 1986. 


Although China has become much more accessible to foreign 
business people in recent years, many continue to rely on 

Hong Kong as a base of operations, particularly because of its 
well-developed capital markets. China's open door policy, the 
burgeoning of offices representing Chinese industrial, 
financial, trading, and provincial interests (some 500 today), 
the territory's proximity to two of China's Special Economic 
Zones, and its close economic and commercial ties with the 
Pearl River Delta region ensure that Hong Kong will continue 
to play a pivotal role in China's trade and investment picture. 
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AMERICAN INGENUITY 


American business is known around the world 
for its inventiveness, its competitiveness, and 
its ingenuity. Take advantage of America’s 
reputation and increase your profits through 
export. COMMERCIAL NEWS USA magazine 
- a showcase of American ingenuity - can get 
your message directly to over 80,000 business 
and government executives worldwide. 


Your company is part of the American business 

tradition. Join the thousands of U.S. firms each 

year that generate overseas interest and <4 

thousands of dollars in sales from listing their @ 
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product in only one issue. You, too, can use : New and productive markets 
this publication to find new overseas agents, Fy’ are waiting to see the results of 
distributors, licensees or end users for your + =z? your ingenuity -let the world know 
product. zy what you've come up with now. 


Promoting your product, service, or trade and ‘WJ COMMERCIAL NEWS USA is the official 
technical publication in COMMERCIAL NEW export magazine of the U.S. Department of 
USA is easy and cost effective. For less than Commerce. Mail this coupon today or call the 
$200 - a fraction of the cost of commercial Department of Commerce District Office 
advertising - you can test the world market for nearest you for more information on 
your new product or service. It’s a great way to COMMERCIAL NEWS USA or the many other 
begin exporting or expand your current export assistance programs we have for you. 
exporting activities. ~~ You'll find us in the white pages of your phone 
book under U.S. Government. 
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U.S. Department of Commerce Sens COMMERCIAL NEWS USA is published 


international Trade Administration ° i ercial 
U.S. and Foreign Commercial Service Spee + OF sae reneee Some 


HCHB Room 2106 5 z Service, your global network of trade 
Washington, D.C. 20230 professionals. 


Please have a Trade Specialist contact me with more information: 


How to list my product/service in 
CO COMMERCIAL NEWS USA 


ie Other export assistance programs 
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a 


WASHINGTON -| 


weet 


Your Staff in Washin; 


Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


[1 Yes! 


Name 
Organization 
Address 

City 


DOC/BAI 
8/84 


State 


Country 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


OU 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 


below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


ee ee ee ee ee ee ee re se ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ae ee ee ee ee a ee en eee 


Ey-NBUSINESS 
BWA MERICA 


Here’s my check made out to the Super- 
intendent of Documents. 


L] Charge my VISA or MasterCard No. 


LILLIE 


(Signature) 


(Expiration Date) 





